A Survey of Construction Management Costs in 1993 INTODUCT1ON
This report presents the results of the third construction management (CM) cost survey conducted by the Logistics Management Institute in cooperation with the Construction Management Association of America (CMAA). This year's survey was designed so that its findings and conclusions can stand on their own as well as be compared with those of the first and second surveys conducted in 1988 and 1989, respectively. The value of this survey continues to depend on the completeness and accuracy of the data received from the participants.
In this introduction, we describe the survey design and then discuss the overall survey responses. The remainder of the report is divided into analyses of general company data, direct and indirect cost data, and individual project data. Finally, we provide an appendix with detailed survey results covering cost management fees and services for 16 construction categories.
Survey Design
In the first part, we present general information about the participating comparies (i.e., company size, type of company, annual revenues, client base, and average number of CM projects completed per year). That information is then used to provide a simple comparison -by types of companies participating in the survey -between the project cost data for different types and sizes of companies that provide CM services. This CM cost survey also provides an additional breakdown of CM projects and their revenues by "fee only" and "at risk."
The second part of the survey entails an analysis of direct costs, overhead costs, and operating income. The questions were designed so that most companies could respond easily by using the most recent data from their accounting records.
The survey's third part asks for specific data on recently completed CM projects. Respondents were asked to indicate the type of construction project for which CM services were provided (from a list included in the instructions), identify the project's location, provide the scope of the project (renovation or new construction), give the type of CM contract (owner's agent or guaranteed maximum price), and give the value of the CM fee and of the construction contract. They were also asked to list the services offered to their clients in fulfilling 1 contractual obligations. The information gathered from this section of the survey was used to calculate the CM fee as a percentage of the construction contract.
Survey Responses
This year's survey was sent out in October 1993 to 190 CMAA members (compared to 179 in 1989) performing CM functions and elicited 16 responses. Table 1 summarizes the total response information. A follow-up mailing sent out in November 1993 generated 24 additional responses. The number of companies providing valid survey responses increased from 29 to 35. Although the company response rate was higher this year, those participating provided slightly fewer valid project responses than did those in the 1989 survey (187 versus 196). Construction management costs and other survey results, of course, are strongly influenced by the number, type, size, and location of the participating companies. We did not attempt to correct for these differences. GENERAL CoMPANY DATA Figure 1 shows the distribution of valid company responses, classified by the company's predominant type of work. Participants were asked to mark the category best representing their predominant type of work. As with the 1989 survey, a plurality of respondents (57 percent) classified themselves as pure CM companies. Others classified themselves as a combination of CM and general contractor (GC) (20 percent) or CM/architect-engineer (A-E) (23 percent). This result closely parallels CMAA's corporate membership distribution by company type. Figure 2 shows the distribution of the valid responses by total staff size. Companies were asked to give full-time equivalents for their part-time and consultant staffs. Most of the responses were from smaller CM companies, with 68 percent reporting 50 or fewer employees. That distribution is similar to the one for the 1989 survey. 
Distribution by Type of Company

Distribution by Company Size
The distribution by clientele is shown in Figure 3 . Companies were classified as having either private-sector or government clientele if they indicated that at least 75 percent of their contracts came from either of those sources alone; otherwise, they were said to be mixed. The number of participants reporting most of their work was performed for government clients grew significantly from 38 percent to 49 percent. Table 2 summarizes company data on fees charged by CM companies, CM companies' customers, and the percentage of government and private-sector contracts. The "negotiated fixed fee" contract was the most popular type of fee structure, with the "time spent" contract the second most popular type. Table 2 also shows that most private-sector CM work is for educational/institutional, corporate/industrial, corporate/administrative/commercial, health care providers, and commercial developers. A major increase occurred in the relative number of educational/institutional customers who received CM services in 1993 over those who received similar services in 1989, while the relative number of housing/lodging customers declined significantly. The growth in the publicsector projects occurred most in the state and local government category. "aRepresents the average (mean) of all responses tha were presented es percentages.
Government
DIRECT AND INDIRECT CosT DATA The summary of direct and indirect costs as a percentage of total CM revenues is presented in Table 3 . The median, 25th percentile, and 75th percentile are shown for all the valid responses. The data are analyzed by size and type of company.
The results in Table 3 simply show how the industry is allocating direct and indirect CM costs. They are by no means intended as guidance for that purpose. As can be expected, the way each company allocated its costs varied widely, as it did in 1989. However, the median responses from this year's participants indicate they tend to allocate about 39 percent of their costs to direct labor, about 23 percent to general and administrative (G&A) expenses and labor, about 11 percent to payroll burden, and about 6 percent to nonlabor direct expenses. Since accounting practices are so varied among the participants, it is difficult to draw conclusions from these results. However, if these results are compared with the project cost data and level of services provided, it appears that CM costs increased slightly while the amount of services provided also increased. Payroll burden as a percentage of CM revenue shows a 1 percent increase over 1989. That change is believed to be due in part to salary and benefits, which have increased more rapidly than construction and other costs. This year, as in 1989, we asked for annual operating income as a percentage of CM revenues. The median is 10 percent, with wide variation by the size or type of company. In the last part of the survey, participants were asked to submit information on as many as 12 individual projects for which their companies had performed CM services. The survey asked for type of construction project, project location, scope of the project (new construction or renovation), type of contract (CM as owner's agent, or CM provides guaranteed maximum price), the basis for internally estimating the CM contract value, and the value of both the CM and construction contracts. Figure 4 shows the distribution of the 183 projects for which the geographic location of the construction site was reported. (Note: 4 projects did not identify geographic location.) The information from this survey indicates that CMAA members are performing most of their CM work in the Northeast, South, Midwest, and West. That finding is consistent with the findings of the 1989 survey. Once again, these results are strongly a function of which CM companies participated and should not be interpreted as a major industry trend. However, the places where the projects were managed are important, since geographic location affects the cost of services provided. Table 4 shows the distribution of the 187 valid project responses by project type. It indicates specific types of construction projects the participants reported in the survey and shows the so~urces of data used in the project summaries. To generate valid statistics on the results, we aggregated the 49 types of projects into 16 construction categories. They were grouped by similarities in the type of CM performed for the various construction types within the general customer headings included in the survey. Otherwise, we would not have enough data points to generate valid statistics for each construction type. Table 5 shows how the various types of construction tasks were grouped into the construction categories for this purpose. In some cases, we found the number of projects in each category were insufficient to generate complete statistics. In those cases, we generated partial statistics. The project statistics for each construction category are summarized in Tables A-1 through A-16 in the appendix. Table 6 summarizes CM fees for all projects by size of company, type of company, and client base. This analysis of size shows that there is no trend in the CM fee based on the company size. This table also indicates that the base CM fees have not changed significantly from those reported in the previous survey and that the "overall" responses are fairly indicative of each subcategory. Although fees did not change significantly overall, the reader is referred to the appendix, where deviations from the previous survey can be observed for each construction category. Table 7 summarizes the CM services provided during each project by this year's participants for all projects. In addition, the table shows the relative weight associated with each phase of CM as it relates to the total cost of the CM contract. The results indicate the level of services provided during the CM projects has increased from that provided during the previous survey. Since the level of service is a major determinant of the total CM cost, the higher level of services would account for the fact that the CM fee determined by this year's survey was slightly higher than that calculated from the 1989 survey. This appendix provides the following information for each of the 16 construction categories listed in Table 5 of the main text * Construction management (CM) fee as a percentage of construction cost. The CM fee is presented as a percentage of the value of the construction contract. This is done to establish a basis for comparing the fees over varying types of construction and conditions. For instance, for each construction type category, the CM fee is given for the following elements: For each of these conditions, we present the 25th percentile, median, 75th percentile, and the number of individual projects analyzed. We also give the number of different companies providing the project information, so that the reader can see whether the information provided is unique to a single company or whether the data are representative of several different companies. The CM fee ranges indicate what industry members are charging for services provided and can be used as the starting point for determining an appropriate CM fee for the various types of construction and conditions. In the tables, N/A indicates that too few data points were available to calculate the 25th and 75th percentile statistics.
Distribution of Projects by Geographic Region
* Construction and CM contract value. We show the average value of the construction and CM contracts used in the CM fee analysis.
* Basis for estimating CM contract value. We show the methods used by the participants of the survey to determine the fee: percentage of construction contract value, direct and indirect cost calculation, or other. The reader can use the information in this section to determine what CM services industry members are providing for their contracts and where their own services may be deficient. Each project included in the statistical summary had unique conditions. The data in these tables should be used only as a starting point for determining appropriate CM fees, not a final answer.
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